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The Mexican motor vehicle and aviation sectors settled or avoided major strikes during September,
but the two industries continue to face significant problems because of other external factors.
The commercial aviation sector, already coping with a precarious financial situation, temporarily
gained some breathing space when union flight attendants from Mexicana airlines agreed to an
8.5% raise offered by management. The union, the Asociacion Sindical de Sobrecargos de Aviacion
(ASSA), had initially proposed a 30% raise but later reduced its demand to a 10.5% salary increase.
Flight attendants were prepared for a prolonged strike if their demands were not met, but in the end
agreed to accept the government's offer because of economic realities. ASSA represents 1,580 flight
attendants at Mexicana. "Our union considered the difficult economic situation facing the company,
which includes a programmed cut in personnel," said ASSA leader Alejandra Barrales, who is also
a legislator in the federal Chamber of Deputies. "We agreed to accept the 8.5% increase because of
our responsibility to try to save jobs."
The salary increase accepted by Mexicana flight attendants is lower than the 9.5% received by
counterparts in Mexico's other flagship airline Aeromexico in June of this year (see SourceMex,
2001-06-06).

Airlines feel effect of US attacks
But even the decision to accept the lower salary increase will not save that many jobs at Mexicana.
Both Mexicana and Aeromexico, already operating in the red for the first half of the year, are
expected to see further losses because of the impact of the Sept. 11 terrorist attack in New York and
Washington on global aviation.
Several major US airlines have already announced flight cutbacks and plans to lay off thousands of
workers because of financial losses during the US government-imposed embargo on all flights for
several days following the attacks and the ensuing decline in passengers once flights were allowed
to resume. The reduced ridership has also affected Mexico's two major airlines, which were forced to
cancel most of their flights to the US.
Francisco Cuevas, who heads the investor relations department for Corporacion Internacional
de Transportacion Aerea (Cintra), parent company of Mexicana and Aeromexico, said Mexicana
was forced to cancel 40 flights to US destinations during the four-day security period when no
commercial aircraft were allowed in US skies. This contributed to overall losses of about US$12.5
million during the period. The canceled flights represent about 13% of the 300 flights operated by
Mexicana on a daily basis.
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Mexicana spokesman Fernando Martinez said ridership has dropped since flights resumed Sept.
15, which could force the airline to suspend some flights indefinitely. "The prospects are not good
for the rest of the year, because demand is expected to drop off significantly," said Martinez.
Aeromexico was also forced to cancel its flights to the US during the four-day period. The airline
also resumed operations at US airports on Sept. 15, but has drafted plans to cancel some of those
flights because of a drop in demand. Aeromexico chief executive Alfonso Pasquel Barcenas said
the airline expected to cut 10% to 20% of its total flights, mostly to US destinations but also some
domestic operations. "Unfortunately, we are going to have to take action...to ensure our viability in
the future by reducing personnel," Pasquel said in an interview on the radio network InfoRed.
Cintra officials said the reduction in flights between Mexican and US cities could mean the layoff of
as many as 2,000 workers for the two airlines. Aeromexico, which lost about US$1 million per day
over the past week, was expecting to lay off as much as 20% of its work force, which could account
for between 700 and 1,400 of the total layoffs for the two airlines, officials said. The prospect of
personnel reductions in the airline industry has created some concerns within President Vicente
Fox's administration.
In a direct appeal to the airlines, Labor Secretary Carlos Abascal Carranza asked executives not to
be too hasty in deciding to lay off flight attendants, ground crews, and other personnel. "Personnel
cutbacks should be a last resort," said the labor secretary. "The airlines must not contribute to
our national unemployment." Jaime Luis Gonzalez Navarro, head of the pilots union (Asociacion
Sindical de Pilotos Aviadores, ASPA), urged the two airlines to expand service to other markets in
Mexico and elsewhere. "This is an excellent opportunity to extend routes to destinations that do not
have sufficient service," Gonzalez told the Mexico City daily newspaper La Jornada.

Cintra privatization my be delayed further
Communications and Transportation Secretary Pedro Cerisola said another effect of the economic
crisis for US airlines on Mexican carriers will be an extended delay in the privatization of Cintra.
The government had hoped to conclude the sale of its shares in Mexicana, Aeromexico, and
several smaller airlines earlier this year. But the transaction was delayed because of pressure from
the Mexican Congress, which was pushing for Cintra to be sold as one unit, as opposed to the
government's plan to sell each carrier separately (see SourceMex, 2001-05- 02).
Cerisola said the decision on the Cintra sale, which had been delayed until later this year, may not
come for some time because many potential investors were US carriers, which are suddenly facing a
shortage of capital. "This is not a good time to sell off Mexicana and Aeromexico," said Cerisola.

Volkswagen, workers reach accord after three-week strike
The Mexican auto-assembly industry, already hurt by a significant slowdown in the US economy,
took a strong hit in September when workers from Volkswagen de Mexico went on strike for almost
three weeks. The bitter strike, which began Aug. 18, finally ended at the beginning of September
after workers agreed to accept a 10.5% wage increase, plus other benefits like increased grocery
allowances and a one-time payment for school supplies for children of employees.
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The benefits bring the total raise to 14%. Members of the Sindicato Independiente de Trabajadores
de la Industria Automotriz Volkswagen (SITIAVW) had originally demanded a 21% raise, including
both wages and benefits. The company countered with an offer of a 7% raise, plus 3% in benefits,
which the union immediately rejected. The two sides remained at a stalemate for several days, even
though the SITIAVW reduced its demand slightly to 19%.
After several intense negotiating sessions, the two sides agreed on the 14% proposal. The union said
it had no choice but to reduce its demands because of the poor economic climate in Mexico. "We are
satisfied with the results because we gave it our best effort," (SITIAVW) spokesman Miguel Galan
told the Associated Press. The union represents more than 12,000 workers.

Auto exports down significantly for most companies
The Volkswagen strike occurred as the Mexican automobile sector is in a severe slump because of
a downturn in the US and global economies. Statistics published by the Asociacion Mexicana de la
Industria Automotriz (AMIA) in early September revealed exports of Mexican motor vehicles for
the first seven months of the year were down by 10.3% in comparison to January-July of 2000. AMIA
president Cesar Flores attributed the drop to the slowdown in the US, the primary destination
for exports of motor vehicles assembled in Mexico. "At the end of last year, we had exported 1.43
million units," said Flores. "This year, we expect that number to decline by about 50,000 to 70,000
vehicles if current tendencies continue."
The slowdown has primarily affected the subsidiaries of US-based companies Ford,
DaimlerChryselr, and General Motors, whose primary market is the US. Volkswagen, in contrast,
had managed to weather the impact of the US slowdown because its markets are more diverse and
include Europe and South America.
Volkswagen's exports through August were up about 2.7% from a year ago, although sales would
have been up by a larger percentage if the US economy were stronger. In addition to the slight
increase in overall exports, the company has gained a large share of the domestic sales in Mexico,
which increased slightly during January-July compared to a year ago.
Still, during the three-week strike, Volkswagen lost about US$510 million because the company
was unable to assemble more than 25,000 automobiles and thousands more engines and axles
during the work stoppage. The conflictive strike left a bitter taste in the mouth of the German-based
multinational company, which immediately announced plans to suspend investments of US$1.5
billion during the next five years to expand production of the Beetle, Cabrio, and other models.
"The bases on which we made these plans have changed," said Francisco Bada, a vice president for
Volkswagen de Mexico. "We will have to fully reassess all our planned investment in Mexico." Bada
hinted that some manufacturing operations for models such as the Jetta would be transferred to
assembly operations in China.
SITIAVW leader Jose Luis Rodriguez dismissed the company's threats to halt investments in
Mexico. "Several criteria would require the company to continue investments in Mexico, such as the
high levels of productivity at the Puebla plant and the type of infrastructure available here," said
Rodriguez. In late September, the company rescinded its threat to stop investments in Mexico. "It
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 3 of 4

LADB Article Id: 53339
ISSN: 1054-8890

was misinterpretation of our statement," said Volkswagen spokesman Thomas Karig. "What we said
was that the company was in the process of reviewing its plans to determine the development of
new investment projects." (Sources: El Economista, 08/27/01; Excelsior, 09/06/01, 09/12/01, 09/13/01,
09/14/01; CNI en Linea, 09/05/01, 09/17/01; Associated Press, 09/05/01, 09/18/01; El Financiero,
09/12/01, 09/18/01; Notimex, 09/18/01; Reuters, 09/12/01, 09/15/01, 09/18/01; El Universal, 09/06/01,
09/19/01; La Cronica de Hoy, 09/06/01, 09/11/01, 09/14/01, 09/19/01; Reforma, 09/06/01, 09/13/01,
09/14/01, 09/17/01, 09/19/01; Novedades, 09/13/01, 09/17/01, 09/19/01; La Jornada, 09/19/01)
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